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Dear Applicant: -

lll

(FAX)

We have considered your applicatioﬁ. for exemption from Federal income
described in section 501(c)(4) of the Internal Revenue Code.

THE FACTS | ; |
The information submitted discloses that you were incérporau:d on

Your Articles of [ncorporation do not state a specific purpose, however, they do state that the
corperation is, “organized exclusively for charitable, religious, educational, and scientific purposes,
including, for such purposes, the making of distributions to organizations that qualify as exempt

organizations under section 501(c)(3) of the Internal Revenue Code, or the corresponding section ot'any-
future Federal tax code.”

Your application 1024 states that the specific purposes o{ your organization are “to provide a
neighborhood and community club devoted to individual and community health and well being, by creating
a healing environment that consolidates in a single, peacefu! setting a variety of health services that
emphasize holistic and spiritual wellness.” Thet, provides or facilitates the offering of a number
of free or low cost classes...” * provides space for a study center, community meetings, and referral

service.” you also,maintain a libra » produce a quarterly newsletter and donate to 501(e)(3) °
ey Yy, p q y g
organizations.

Neighborhood boundaries are ﬁcﬁned as starting at NG and G -
o ey o &dnd-”d Y -y

Atiachment C to your application states, as well, “All practitioners who lease spacc from (NN staff,
and other employees are required to become members.”

Your letter dated _states, as well, that fecs for hot tub rental and memberships have been
increased and that the ratig of gross income fron cntal of hot tubs and facility to total gross income was
approximatcly"/o in d Z3 , and@@% in -
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Your principal sources of support in order of size, per your application 1024 are:
Income from related business services
membership fees, and
donations. .-

PN

Per your letter dated—, membership fees and donations would comprise less than .% of
gross income.

A bill of sale included with your applic. rion states that, = agrees to sell to
—., the business now located in the basement o This bill of sale
includes physical assets such as hot tubs and related equipment, office furn.ure, tut pplies, wall
decorations and mirrors.” The bill of sale states further, ‘da

grees not 0 open a competitive location
in . i)out the consent ofd In essence, this

comprises a covenant not to compete for business.

Your application states, as well, that @ll@is a partner in a limited liability company.

THE LAW

The term *“trade or business™ has the same meaning it has in section 162 and generally includes any
activity carried on for the production of income from the sale of gnods or the performance of services.

Regulaﬁoﬁj‘.‘fbi(c)(4)-1 states, ia part, “Civic organizations — (1) In gencral A Civic league or
organization may be exempt as an organization described in section 501(c)(4) if:

(i) it is not organized or operated for profit; AND
(i) it is operated exclusively for the promation of social welfare.

An organization embraced withir this section is one which is operated primarily for the purpose of
bringing about civic betterments and social improvements. A “social we'fare” organizations will qualify
for exemption as a charitable organization if it falls within the definition of “charitable™ set forth in

paragraph (d)(2) of 1.501(c)(3)-1."

Section 1.501(c)(3) of the Income Tax Regulatizzn,  provides, in part:

*(2) Charitable defined. The term “charitable™ is used in section 501(c)(3) in its generally accepted
legal sense and is, therefor, not to be construed as limited by the separate enumeration of section 501(<)(3)
of other tax exempt purposes which may fall within the broad outlines of "charity” as developed by
judicial decisions. Such terms include: Relief of the poor and distressed or of the underprivileged;
advancement of religion; advancement of education or science; erection or maintenance of public
buildings, monuments or works; lessening the burdens of government; and promotion of social welfare by
organizations designed to accomiplish any of the above purposes.”

CONCLUSION

From the facts and the law <ited above, it appears that your organization does not qualify for exemption
from Federal income tax under Code section 501(¢)(4).

Your organization received the substantial portion of its income from the sale of hot tub services and
rental income.

The Internal Revenue Service takes the position that in order for an organization to qualify for
exemption from Federal income tax as a social welfare organization described in section S01(c)(4) of the
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